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11 March 2021

The AMF publishes the summary of its short thema�c
inspec�ons on the suitability of the �nancial instruments
recommended to retail clients

The Autorité des Marchés Financiers analysed the methods for assessing the
suitability of recommended �nancial instruments for the personal
circumstances of retail clients in four ins�tu�ons o�ering investment
advisory services.

When the Markets in Financial Instruments Direc�ve was revised (MiFID II), the investor
protec�on aspect was reinforced by adding requirements concerning the assessment of
their personal circumstances. Under MiFID I, a �nancial ins�tu�on o�ering an investment
advisory service had to enquire about informa�on on the client's knowledge and experience,
objec�ves and �nancial situa�on. The ins�tu�on also had to perform a suitability test.

Since 3 January 2018 (the date of the entry into force of MiFID II), the collec�on of
informa�on concerning investors’ objec�ves must also include an assessment of their risk
tolerance. The informa�on on the client's �nancial situa�on must also make it possible to
assess their ability to bear losses. Lastly, prior to the transac�on, the ins�tu�on must
submit to the client a suitability report specifying the advice given and the extent to which
the transac�on corresponds to their preferences and investment objec�ves.

An assessment of compliance with the provisions of MiFID II

https://www.amf-france.org/en
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Via a series of short thema�c "SPOT" inspec�ons (Supervision des Pra�ques Opéra�onnelle
et Théma�que - opera�onal and thema�c supervision of prac�ces) performed last year, the
AMF examined the suitability assessment procedures of four inspected ins�tu�ons. Its
inves�ga�ons covered the period from 3 January 2018 to 16 March 2020.

During these inspec�ons, the AMF focused on:

In its summary document, while the AMF stresses numerous good prac�ces, it s�ll notes
signi�cant shortcomings in complying with the required due diligence regarding suitability.

Collection of information on the client and assessment of their
knowledge

the scope and procedures for collec�ng client informa�on;

the procedures for implementa�on of the suitability test;

veri�ca�on by the ins�tu�on of the existence of other equivalent �nancial instruments
which could correspond to the client's pro�le, taking into considera�on their cost and
complexity;

the submission and content of the suitability report summarising the advice given to the
client; and

the control system on the topic of suitability.
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The suitability test

To assess the ins�tu�ons' implementa�on of the suitability test, the regulator tested a
sample of transac�ons performed. In this context, cases of unsuitability were noted. Some
of these cases of unsuitability can be explained by late implementa�on of the MiFID II
provisions in the model ques�onnaires and/or tools used to assess clients.

The suitability report

Although the four ins�tu�ons do indeed have procedures concerning the submission of a
suitability report and the long-term monitoring of suitability, the summary shows that two
of them did not always submit this report. Moreover, certain ins�tu�ons provided no
explana�on concerning the appropriateness of the investment recommenda�on for the
client's circumstances, considering that this obliga�on was implicitly ful�lled by carrying out
the suitability test. Good prac�ces noted by the regulator include the use of di�erent model
suitability reports depending on the type of recommenda�on issued (investment, arbitrage
or holding proposi�ons).

The compliance control system

ParagraphRegarding collec�on of the informa�on necessary
for an assessment of the ability to bear losses, two
ins�tu�ons es�mated this by means of theore�cal situa�on
simula�ons assessing the client's a�tude to risk. This
methodology re�ects a confusion with the concept of risk
tolerance.

Among the good prac�ces observed, the summary stresses
the fact of providing for measures allowing the client to
increase their knowledge concerning a �nancial instrument
while restric�ng investment in it, temporarily and in the
client's interest. The use of scenarios presen�ng the
risk/return ra�o, or again the assessment of the client's
reac�on to a poten�al market downturn in order to assess
their risk tolerance, were also highlighted.

The collec�on of
informa�on on the
client's situa�on is
essen�al in order to
provide appropriate
advice. It is therefore
incumbent on
ins�tu�ons to adopt
an instruc�ve
approach, explaining
to clients the
objec�ves aimed at
by the comple�on of
the ques�onnaire
and, more generally,
by the suitability
assessment.
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Regarding the compliance control system, the summary underlines an insu�cient
coverage of the scope of suitability, for two en��es. This can be explained by a failure to
verify the quality of the recommenda�ons issued via the IT tool. The existence of a tool
dedicated to the recording and traceability of the control results and the possibility of
adap�ng control points marginally depending on the risks iden��ed by the ins�tu�on,
without ever making the control level less demanding, cons�tute good prac�ces.

About the AMF
The AMF is an independent public authority responsible for ensuring that savings invested
in �nancial products are protected and that investors are provided with adequate
informa�on. The AMF also supervises the orderly opera�ons of markets. Visit our website 
h�ps://www.amf-france.org URL = [h�ps://www.amf-france.org/]
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
Communica�on Directorate – Autorité des marches �nanciers 17 place de la Bourse – 75082 Paris
cedex 02

AMF NEWS RELEASE

SUPERVISION

23 May 2022

The AMF publishes a
summary of its
�ndings regarding the
costs and fees of UCITS
marketed to retail
investors

  

AMF NEWS RELEASE

SUPERVISION

13 April 2022

The AMF publishes a
summary of its SPOT
inspec�ons on post-
trade transparency in
the bond market

  

AMF NEWS RELEASE

STRATEGY

05 January 2022

The AMF publishes its
priori�es for 2022, the
last year of its �ve-
year strategy

  

https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases
https://www.amf-france.org/en/recherche/resultat?form=global&key=Supervision&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases/amf-publishes-summary-its-findings-regarding-costs-and-fees-ucits-marketed-retail-investors
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-summary-its-findings-regarding-costs-and-fees-ucits-marketed-retail-investors&text=The%20AMF%20publishes%20a%20summary%20of%20its%20findings%20regarding%20the%20costs%20and%20fees%20of%20UCITS%20marketed%20to%20retail%20investors
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-summary-its-findings-regarding-costs-and-fees-ucits-marketed-retail-investors&title=The%20AMF%20publishes%20a%20summary%20of%20its%20findings%20regarding%20the%20costs%20and%20fees%20of%20UCITS%20marketed%20to%20retail%20investors
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-summary-its-findings-regarding-costs-and-fees-ucits-marketed-retail-investors
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases
https://www.amf-france.org/en/recherche/resultat?form=global&key=Supervision&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/news-releases/amf-publishes-summary-its-spot-inspections-post-trade-transparency-bond-market
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-publishes-summary-its-spot-inspections-post-trade-transparency-bond-market&text=The%20AMF%20publishes%20a%20summary%20of%20its%20SPOT%20inspections%20on%20post-trade%20transparency%20in%20the%20bond%20market
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-publishes-summary-its-spot-inspections-post-trade-transparency-bond-market&title=The%20AMF%20publishes%20a%20summary%20of%20its%20SPOT%20inspections%20on%20post-trade%20transparency%20in%20the%20bond%20market
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-publishes-summary-its-spot-inspections-post-trade-transparency-bond-market
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases
https://www.amf-france.org/en/recherche/resultat?form=global&key=Strategy&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases/amf-publishes-its-priorities-2022-last-year-its-five-year-strategy
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-its-priorities-2022-last-year-its-five-year-strategy&text=The%20AMF%20publishes%20its%20priorities%20for%202022%2C%20the%20last%20year%20of%20its%20five-year%20strategy
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-its-priorities-2022-last-year-its-five-year-strategy&title=The%20AMF%20publishes%20its%20priorities%20for%202022%2C%20the%20last%20year%20of%20its%20five-year%20strategy
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fnews-releases%2Famf-news-releases%2Famf-publishes-its-priorities-2022-last-year-its-five-year-strategy

